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NATIONAL CREDIT UNION ADMINISTRATION
A review of the regulations governing the liability side of the Federal Credit Union
balance sheet begun in late 1981, is now the subject of a solicitation of c o m 
ments by the NCUA (see the 7/14/82 Fed. Reg., pp. 30497-98). The Administration,
in mid-1981, reviewed and substantially eliminated mandatory regulatory provi
sions governing the granting of loans by federal credit unions. At this point,
comments are being sought on whether, and to what extent the Administration
should modify its rules governing investments and deposits by federal credit
unions. C o mments are requested by 8/20/82. For additional information contact
Robert Fenner at 202/357-1030.
SECURITIES AND EXCHANGE COMMISSION
Participants, including accountants, are being sought for the first SEC Govern
ment Business Forum on Small Business Capital Formation, to be held in Washing
ton, D.C.,on 9/23-25/82. This forum is an attempt to establish a dialogue on
the capital formation problems besetting the small business community. This
program will provide a forum for small businessess, government regulatory
agencies, and private sector organizations concerned with small business is
sues to discuss the existing impediments to small business capital formation
particularly in the areas of taxation, securities and credit. The format of
the Forum provides that participants will meet in working discussion groups
of 15-20 persons to cover eight major issues with the intent of developing
specific recommendations. Each participant must be generally familiar with
all the discussion papers being prepared for distribution prior to the Forum.
Further, each participant will be requested to act as a discussion leader on
one major issue. Members of the public interested in being considered for
active participation at the Forum should promptly complete and return the
biographical sheet available from the Office of Small Business Policy, Division
of Corporation Finance, U.S. Securities and Exchange Commission, 500 N. Capitol
Street, N.W., Washington, D.C. 20549, by 8/2/82. The biographical sheet will
facilitate the selection of small businesspersons, lawyers, accountants and
others who are knowledgeable in small business issues and who could make the most
meaningful contribution to the Forum.
SMALL BUSINESS ADMINISTRATION
As a result of the sudden and untimely death of Paul Boucher, Inspector General
for SBA, the Administration is seeking the names of candidates who could be
considered to fill the position of I.G. The names and resumes of outstanding
individuals should be sent to Joseph Moraglio, Director Federal Government
Division, AICPA, 1620 Eye Street, N.W., Washington, D.C. 20006, by 8/15/82.
A brief description of the SBA and the Inspector General organization can be
obtained by contacting Mrs. Marti Dillon at 202/872-8190.
TREASURY, DEPARTMENT OF
Amortization of rehabilitation expenditures for low-income housing was the sub
ject of a recent notice of proposed rulemaking from the IRS (see the 7/15/82
Fed. Reg., pp. 30796-97) . The proposal would implement statutory changes made
by Congress in 1980 and in the Economic Recovery Tax Act of 1981. The 1980
Statute, PL 96-541, extended the application of the amortization provisions
contained in Section 167(k) of the Code for two years to cover rehabilitation
expenses incurred prior to 1/1/84. The 1981 Act increased, in certain circum
stances to $40,000, the maximum amount that can be amortized over 60 months.
In order for a taxpayer to be able to amortize the increased amount, the proposed
regulations require that the rehabilitation be conducted pursuant to a program
certified by the Department of Housing and Urban Development, state or political
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The program must also allow tenants to purchase the units, and limits the income
from the leasing or sale of the units. Comments are requested by 9/13/82. For
additional information contact Harold Flanagan at 202/566-3294.
SPECIAL:

MATHIAS MEASURE TO ALLOW TAX FREE SET ASIDE FOR EDUCATIONAL PURPOSES

A measure which seeks to allow individuals to set aside up to $2,000/year/student
tax free for future educational purposes (S.2703) has been introduced by Sen.
Charles Mathias (R-MD). Under the legislation, Sen. Mathias explained, "the
funds would not be taxed until after the student has graduated, and then the
money would be taxed as income to the beneficiary over a 10-year period in 10
equal parts." Five percent of the amount saved in any state would be placed
in a state scholarship pool to be distributed to needy students. The taxes
in the 5 percent placed in the pool would be forgiven. The beneficiary of
the account would begin paying taxes on the amount when he turned 25, and for
the following nine years he would add to his annual gross income 10 percent
of the fund total. The bill assures that the present $2,000 limit would be
indexed to allow for the effects of inflation as measured by the Consumer
Price Index.
SPECIAL:

SENATOR PERCY INTRODUCES LEGISLATION TO REDUCE ELIGIBILITY CEILING FOR
LIFO USE

Small businesses with average annual gross receipts of $10 million or less will
be allowed to use a simplified version of LIFO (last-in, first-out) inventory
rules under legislation recently introduced by Sen. Charles Percy (R-IL) (S. 2707)
Currently, only companies with annual gross receipts of less than $2 million are
eligible to use the simplified rules. According to Sen. Percy, "the legisla
tion is particularly beneficial to the thousands of wholesalers, retailers
and manufacturers that are inventory-intensive as opposed to capital-intensive
in nature." Further, Sen. Percy stated that forcing medium sized firms to use
the FIFO method of accounting "is unfairly burdensome to business because in
flation causes them to understate the cost of goods sold and therefore over
state their taxable income. It also overstates their tax liability."
SPECIAL:

SENATE READY TO APPROVE NEW TAXPAYER PENALTIES

Provisions to require taxpayers to "red flag" tax positions for the IRS, included
in a new tax penalty for substantial understatement of income tax, could
be approved this week as the Senate prepares to vote on H.R. 4961, the "Tax
Equity and Fiscal Responsibility Act of 1982." The new disclosure and penalty
provision was originally contained in Section 125 of S. 2198, the "Taxpayer
Compliance Act of 1982," and has been opposed by the profession in a campaign
which has involved all state CPA societies and the AICPA’s Federal Key Person
Program. This effort is being coordinated by the AICPA's Washington Office.
Continued professional opposition to these provisions, now identified as Section 341 of H.R. 4961, will begin to focus on the House of Representatives if,
as expected, the Senate does not vote to modify the disclosure and penalty
provision.
This major revenue raising bill, generally referred to as the Senate's
tax reconciliation legislation, consists of 700 pages divided into four titles
and 336 i n d i v i d u a l sections. Certain provisions of special interest to the
profession include changes in accelerated depreciation, acceleration of esti
mated corporate tax payments, leasing, pension plan contribution, alternative
minimum tax on corporations, corporate mergers and acquisitions, medical and
casualty deductions, individual minimum tax, withholding on interest and divi
dends, and methods to improve compliance with the tax laws. H.R. 4961 is ex
pected to be the subject of debate and vote by the Senate this week.
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SPECIAL:

SENATOR PRYOR INTRODUCES MEASURE TO INCREASE COMPETITION IN PROCUREMENT

Legislation designed to correct "an expensive and chronic abuse" of government
procurement (S .2695) has recently been introduced by Sen. David Pryor (D-AR).
Upon introduction, Sen. Pryor stated that the lack of competition occurs
despite the fact that competition can reduce the price of goods and services
by as much as 25 percent to 30 percent. The measure would require the heads
of federal agencies to appoint a full time advocate for competition at their
major procurement offices. Presently, contracting officers are responsible
for maximizing competition, however. Sen. Pryor stated, "the sad reality is
that there is no clear responsibility and accountability for competition and
contracting officers are acquiescing to the sole source procurement requests
from headquarters, technical personnel, or end-users." The competition advo
cate would correct this by assuring that opportunities for competition are not
lost through restrictive need statements, unnecessarily detailed specifications,
poor procurement planning, or arbitrary agency action. Additionally, agencies
will be called in to establish a policy of, and report to Congress on the use
of dual sourcing, including the conditions under which an analysis of the cost
and benefit of dual sourcing should be performed by contract officials and the
methodology of the analysis. By cultivating two sources, dual sourcing in
creases competition, thereby providing suppliers with an incentive to control
costs, Sen. Pryor noted.
S. 2695 has been referred to the Senate Governmental
Affairs Committee, which held a hearing on 6/27 on S. 2127, "The Competition in
Contracting Act." Hill sources have indicated the Pryor bill is complementary
to S. 2127 and believe that when the C o mmittee marks up that legislation, Sen.
Pryor’s measure may be offered as an amendment targeting competition and dual
sourcing to complement the procedural aspects of S. 2127.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nicholas or Kathee Baker at 202/872-8190.

AICPA

Washington Report

American Institute of Certified Public Accountants
1620 Eye Street, N.W., Washington, D.C. 20006

FIRST CLASS M AIL

